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7KH 5HDFTXLVLWLRQ RI &UHGLW IROORZLQJ &KDSWHU : 3HUVRQDO %DQNUXSWF\
)HGHUDO ODZ DOORZV FUHGLW EXUHDXV WR UHSRUW SDVW EDQNUXSWFLHV XS WR WHQ \HDUV/ VR WKH
ILQDQFLDO LPSOLFDWLRQ RI ILOLQJ LQFOXGHV D WHQ0\HDU LQIOXHQFH RQ QHZ FUHGLW1 , GRFXPHQW
WKLV LQIOXHQFH ZLWK D ODUJH SDQHO GDWDEDVH RI FUHGLW ILOHV ZKLFK WUDFNV PDQ\ &KDSWHU :
ILOHUV SDVW WKH PRPHQW ZKHQ WKH ILOLQJ GLVDSSHDUV IURP SRWHQWLDO FUHGLWRUV¶ YLHZ/
SURYLGLQJ D WLJKWO\ FRQWUROOHG WHVW RI WKH ILOLQJ¶V LPSDFW RQ FUHGLW DFFHVV1 7KH SULQFLSDO
ILQGLQJ LV WKDW WKH EDQNUXSWF\ IODJ KDV D ELJ HIIHFW RQ WKH DFFHVV RI WKH PRUH FUHGLWZRUWK\
SDVW ILOHUV> ZKHQ WKH\ ORVH WKHLU EDQNUXSWF\ IODJV/ WKHLU FUHGLW VFRUHV MXPS VXEVWDQWLDOO\
DQG WKH\ RSHQ QHZ FUHGLW UHODWLRQVKLSV/ KLJK0OLPLW EDQN FDUGV LQ SDUWLFXODU/ TXLFNO\1
6XEVHTXHQWO\/ WKH VFRUH0LQFUHDVHV PRVWO\ UHYHUVH DQG GHOLQTXHQF\ LV DEQRUPDOO\ KLJK14
&RQVXPHUV DFFHVV FUHGLW PDUNHWV LQ WKH FRQWH[W RI WKHLU FUHGLW ILOHV/ ZKLFK DUH
PRYLQJ ZLQGRZV RQWR WKH SDVW H[SHULHQFH RI WKHLU FUHGLWRUV1 7KH ZLQGRZV PRYH EHFDXVH
)HGHUDO ODZ PDQGDWHV WKH OLIH VSDQ RI GHURJDWRU\ LWHPV E\ OLPLWLQJ KRZ ORQJ FUHGLW
EXUHDXV FDQ UHSRUW WKHP1 )RU PRVW LWHPV WKH OLPLW LV VHYHQ \HDUV/ EXW EDQNUXSWF\ ILOLQJV
FDQ UHPDLQ RQ FUHGLW ILOHV IRU WHQ \HDUV1 6R IRU D FRQVXPHU FRQWHPSODWLQJ EDQNUXSWF\/ WKH
FRVW2EHQHILW DQDO\VLV RI ILOLQJ LQFOXGHV QRW RQO\ WKH RQH0WLPH RIIVHW RI VRPH DVVHWV DJDLQVW
VRPH GHEWV/ EXW DOVR WKH WHQ0\HDU LQIOXHQFH RI D SDVW ILOLQJ RQ QHZ FUHGLW DFFHVV1 7KLV
SDSHU PDSV RXW WKH EDQNUXSWF\0UHODWHG ILQDQFLDO FRQVWUDLQW E\ WUDFNLQJ WKH FUHGLW ILOHV RI D
ODUJH SDQHO RI FRQVXPHUV ZKR ILOHG &KDSWHU : EDQNUXSWF\ LQ WKH SUHYLRXV WHQ \HDUV/ DQG
DQRWKHU ODUJH SDQHO ZKR GLG QRW1 7KH JRDOV DUH WR KHOS FRPSOHWH WKH VWUDWHJLF SLFWXUH RI
WKH ILOLQJ GHFLVLRQ/ DQG DOVR WR GHVFULEH WKH ILQDQFLDO HQYLURQPHQW RI D ODUJH QXPEHU RI
FRQVXPHUV1
3HUVRQDO &KDSWHU : ILOLQJV/ FRQVLVWHQWO\ DURXQG :3( RI DOO SHUVRQDO ILOLQJV/ UXQ
DERXW D PLOOLRQ SHU \HDU1 $V )LJXUH 4 LOOXVWUDWHV/
4 WKHUH ZHUH WZR ODUJH UXQ0XSV LQ WKH
ILOLQJ UDWH – WULSOLQJ IURP 4<;7 WR 4<<4/ DQG GRXEOLQJ IURP 4<<7 WR 4<<: – ZKLFK KDYH
GHOLYHUHG DQ XQSUHFHGHQWHG 91: PLOOLRQ $PHULFDQV ZLWKLQ WHQ \HDUV RI D SDVW ILOLQJ1 7KH
UDWH¶V LQFUHDVH KDV SURYRNHG DFDGHPLF DQG SROLWLFDO LQWHUHVW LQ WKH ILOLQJ GHFLVLRQ/
HVSHFLDOO\ DV LW UHODWHV WR WKH OHJLVODWLYH LQWHQW RI &KDSWHU : WR SURYLGH D IUHVK VWDUW WR
KRQHVW GHEWRUV/ DQG WKH SROLWLFDO LQWHUHVW LQ SDUWLFXODU LV RQ WKH SRWHQWLDO IRU DEXVH E\ WKRVH
DEOH EXW XQZLOOLQJ WR UHSD\1
5 7KHLU SXWDWLYH GLVLQFHQWLYHV LQFOXGH VRPH DPRXQW RI
RVWUDFLVP/ XVXDOO\ FDOOHG ￿VWLJPD/¶ DQG UHGXFHG DFFHVV WR FRQVXPSWLRQ0VPRRWKLQJ E\ ZD\
RI WKH ILQDQFLQJ FRQVWUDLQW1
4 7DEOHV DQG ILJXUHV DUH DW WKH HQG15
7KH GDWDEDVH IRU WKLV VWXG\ DOORZV DQ XQXVXDOO\ SUHFLVH PHDVXUHPHQW RI FUHGLW
DFFHVV DIWHU EDQNUXSWF\1 )RU DERXW 4( RI DOO WKH $PHULFDQV ZKR ILOHG &KDSWHU : EHWZHHQ
1RYHPEHU 4<;7 +4424<;7, DQG :24<<7/ DV ZHOO DV D FRQWURO VDPSOH ZKR GLG QRW ILOH WKHQ/
WKHUH DUH FUHGLW ILOHV DQG FUHGLW VFRUHV DV RI QLQH GDWHV= TXDUWHUO\ IURP :24<<7 WR 724<<9/
DQG DOVR <24<<:1 7KH GDWD FRYHU PDQ\ YDULHWLHV RI FRQVXPHU FUHGLW/ EXW WKH DQDO\VLV
IRFXVHV RQ EDQN FDUGV/ IRU WZR UHDVRQV1 )LUVW/ EDQN0FDUG GHEW LV JHQHUDOO\ XQVHFXUHG/ DQG
LV WKH PDMRU SDUW RI XQVHFXUHG FRQVXPHU GHEW/ VR LW LV WKH PDMRU PDUNHW DIIHFWHG E\
FUHGLWZRUWKLQHVV LVVXHV1 $QG VHFRQG/ WKH LQGXVWU\¶V LQWHQVH VROLFLWDWLRQ SURYLGHV D IDVW
OLQN EHWZHHQ SRWHQWLDO DQG DFWXDO EDQN0FDUG DFFHVV1 ,I D FRQVXPHU¶V FUHGLW ILOH FKDQJHV LQ
D ZD\ WKDW IUHHV XS EDQN0FDUG FUHGLW WKDW KH ZDQWV/ WKHQ KH ZLOO VRRQ KDYH LW DQG WKH FUHGLW
ILOH ZLOO VKRZ LW1 7KLV FRPSDUHV WR FUHGLW UHODWLRQVKLSV VXFK DV FDU ORDQV/ ZKLFK UHIOHFW
FUHGLW0ILOH FKDQJHV RQO\ ZKHQ WKH FRQVXPHU DFWLYHO\ VKRSV IRU WKHP1
7KH GDWDEDVH WUDFNV HDFK FRQVXPHU IRU MXVW 6; PRQWKV +L1H1 :24<<7 WR <24<<:, EXW
D FRPELQDWLRQ RI FURVV0VHFWLRQDO DQG WLPH0VHULHV WHFKQLTXHV H[WUDFWV IURP LW PXFK PRUH
RI WKH SRVW0SHWLWLRQ H[SHULHQFH1 )RU DQ\ Q IURP 5 WR 44/ WKHUH LV D ODUJH QXPEHU RI
SDQHOLVWV ZKR EHJLQ WKHLU Q
WK SRVW0SHWLWLRQ \HDU QHDU RQH RI WKH GDWHV/ DQG HQG LW QHDU
DQRWKHU/ VR PHDVXULQJ FUHGLW DFTXLVLWLRQ RYHU WKH Q
WK \HDU LQYROYHV MXVW WUDFNLQJ D PHDVXUH
RI WKHLU FUHGLW DFFHVV IURP RQH GDWH WR WKH RWKHU1 7KH PRVW XVHIXO IHDWXUH RI WKH GDWDEDVH
LV WKDW LW WUDFNV WKH FUHGLW ILOHV RI VHYHUDO WKRXVDQG FRQVXPHUV SDVW WKH PRPHQW LQ WKH 43
WK
\HDU ZKHQ WKH ILOLQJ GLVDSSHDUV IURP SRWHQWLDO FUHGLWRUV¶ YLHZ/ SURYLGLQJ D WLJKWO\0
FRQWUROOHG WHVW RI WKH ILOLQJ¶V LPSDFW RQ FUHGLW DFFHVV1 7R SURYLGH D VHQVH RI WKH UHODWLYH
5 )RU H[DPSOH/ VHH ‡+RXVH $SSURYHV %DQNUXSWF\ 2YHUKDXO $PLG &ULWLFLVP %LOO 0D\ %H 7RR 7RXJK· LQ WKH
0D\ 9/ 4<<< :DOO 6WUHHW -RXUQDO16
LPSDFW RQ FRQVXPHUV LQ GLIIHUHQW FLUFXPVWDQFHV/ WKH UHVXOWV RI WKLV WHVW DUH VRUWHG E\
LQLWLDO FUHGLW VFRUH1
7KH SULQFLSDO ILQGLQJ LV D ELJ 43
WK0\HDU HIIHFW IRU WKH EHWWHU FUHGLWV1 7KRVH JRLQJ
LQWR WKH \HDU ZLWK UHODWLYHO\ KLJK FUHGLW VFRUHV LQLWLDWH QHZ FUHGLW UHODWLRQVKLSV/ KLJK0OLPLW
EDQN FDUGV LQ SDUWLFXODU/ DW D SDFH IDU DERYH QRUPDO DIWHU FUHGLW EXUHDXV WDNH GRZQ WKHLU
EDQNUXSWF\ IODJV1 7KLV LV XQDPELJXRXV HYLGHQFH RI DQ HFRQRPLFDOO\ VLJQLILFDQW FUHGLW
FRQVWUDLQW LPSRVHG E\ D ILOLQJ WHQ \HDUV DIWHU LW RFFXUUHG/ ZLWK WKH LPSOLFDWLRQ WKDW ILOHUV
VXGGHQO\ DSSHDU PXFK PRUH FUHGLWZRUWK\ ZKHQ WKHLU EDQNUXSWF\ IODJV JR GRZQ1 ,I
FUHGLWRUV PDNH HIILFLHQW XVH RI EDQNUXSWF\ IODJV/ WKLV LQ WXUQ LPSOLHV WKDW WKH ILOHUV
VXGGHQO\ DSSHDU PRUH FUHGLWZRUWK\ WKDQ WKH\ UHDOO\ DUH/ RU LQ RWKHU ZRUGV WKDW WKH\ DUH
OHVV FUHGLWZRUWK\ WKDQ QRQ0ILOHUV ZLWK WKH VDPH FUHGLW VFRUHV1 ’DWD RQ ILOHUV¶ IXWXUH
GHOLQTXHQF\ VXSSRUWV WKLV YLHZ1
7KH UHVW RI WKH SDSHU LV LQ ILYH VHFWLRQV1 6HFWLRQ , VXPPDUL]HV WKH UHOHYDQW
OHJLVODWLRQ DQG VLWXDWHV WKH VWXG\ LQ WKH EDQNUXSWF\ OLWHUDWXUH/ 6HFWLRQ ,, GHVFULEHV WKH
GDWDEDVH/ 6HFWLRQ ,,, PHDVXUHV WKH UHDFTXLVLWLRQ RI FUHGLW/ 6HFWLRQ ,9 H[DPLQHV
GHOLQTXHQF\ DIWHU WKH WHQWK \HDU/ DQG 6HFWLRQ 9 VXPPDUL]HV DQG FRQFOXGHV1
,1 /HJLVODWLRQ DQG /LWHUDWXUH
,1$ 5HOHYDQW /HJLVODWLRQ
&KDSWHU : GLVFKDUJHV H[LVWLQJ GHEWV/ H[FHSW WKRVH WKDW FDQ QRW EH GLVFKDUJHG +H1J1
VWXGHQW ORDQV, DQG WKRVH WKDW FRQVXPHUV UHDIILUP +H1J1 FDU ORDQV/ VR WKH\ FDQ NHHS WKH
FDUV,1 7KH GLVFKDUJH SHUPDQHQWO\ HQMRLQV WKH DIIHFWHG FUHGLWRUV IURP WU\LQJ LQ DQ\ ZD\ WR
FROOHFW1 ,Q H[FKDQJH/ WKH FRQVXPHU IRUIHLWV KLV DVVHWV WKDW H[FHHG VWDWXWRU\ H[HPSWLRQV17
7KH DOWHUQDWLYH SURFHGXUH LV &KDSWHU 46/ ZKHUH WKHUH LV QR IRUIHLW RU LPPHGLDWH GLVFKDUJH/
EXW LQVWHDG D SDUWLDO UHSD\PHQW RQ D 608 \HDU VFKHGXOH IROORZHG +LI FRPSOHWHG, E\ D
GLVFKDUJH RI WKH UHPDLQGHU1
6 7KH YLUWXH RI VWXG\LQJ OLIH DIWHU &KDSWHU :/ UDWKHU WKDQ
&KDSWHU 46 RU VRPH RWKHU GHOLQTXHQF\ HYHQW/ LV WKDW WKH LPPHGLDWH GLVFKDUJH FODULILHV WKH
UHODWLRQ EHWZHHQ WKH HYHQW DQG IXWXUH FUHGLW1 7KH DIIHFWHG GHEW LV QR ORQJHU RXWVWDQGLQJ/
VR &KDSWHU :¶V OLQJHULQJ LQIOXHQFH RQ SRWHQWLDO FUHGLWRUV UHIOHFWV WKH VLPSOH IDFW WKDW LW
RFFXUUHG/ DQG QRW DQ RYHUKDQJLQJ FODLP1
3RWHQWLDO FUHGLWRUV SD\ FUHGLW EXUHDXV WR UHDG WKH FUHGLW ILOHV WKH\ FRPSLOH1 %RWK
WKH FRQWHQW DQG GLVWULEXWLRQ RI WKH ILOHV DUH UHVWULFWHG E\ WKH )DLU &UHGLW 5HSRUWLQJ $FW
+)&5$,/ ZKLFK GUDZV DQ LPSRUWDQW GLVWLQFWLRQ EHWZHHQ WUDQVDFWLRQV LQLWLDWHG E\ WKH
FRQVXPHU DQG WKRVH LQLWLDWHG E\ WKH FUHGLWRU1 ,I WKH FRQVXPHU LQLWLDWHV/ WKH FUHGLWRU LV
JHQHUDOO\ IUHH WR SXUFKDVH DQG UHYLHZ WKH FRQVXPHU¶V ILOH LQ GHFLGLQJ RQ WKH UHTXHVW1 ,I
WKH FUHGLWRU LQLWLDWHV DQG WKH FRQVXPHU GRHV QRW DXWKRUL]H WKH UHSRUW¶V UHOHDVH/ WKHQ WKH
FUHGLWRU FDQ JHW WKH UHSRUW RQO\ LI ‡WKH WUDQVDFWLRQ FRQVLVWV RI D ILUP RIIHU RI FUHGLW RU
LQVXUDQFH· +)&5$ ￿937F,1 7KH EHVW0NQRZQ H[DPSOHV RI WKH FUHGLWRU0LQLWLDWHG VFHQDULR
DUH WKH WKUHH ELOOLRQ SHU \HDU
7 SUH0DSSURYHG EDQN0FDUG VROLFLWDWLRQV1
$ ZLGH UDQJH RI GHURJDWRU\ IDFWV FDQ ODQG RQ FUHGLW ILOHV/ EXW WKH\ FDQ¶W UHPDLQ
IRUHYHU1 0RVW IDFWV/ VXFK DV VXLWV DQG MXGJPHQWV/ SDLG WD[ OLHQV/ FKDUJHG0RII DFFRXQWV/
DUUHVWV DQG FRQYLFWLRQV/ PXVW EH JRQH DIWHU VHYHQ \HDUV/ EXW EDQNUXSWFLHV RI DQ\ FKDSWHU
FDQ UHPDLQ IRU WHQ1 7KLV LPSOLHV WZR LPSRUWDQW GDWHV IRU D SRVW0EDQNUXSWF\ FRQVXPHU=
VHYHQ \HDUV SRVW0SHWLWLRQ/ ZKHQ GHURJDWRU\ LQIRUPDWLRQ DERXW KLV SUH0SHWLWLRQ GHEW
6 )RU D GHWDLOHG GHVFULSWLRQ RI WKH GLIIHUHQW EDQNUXSWF\ RSWLRQV/ VHH %DQNUXSWF\ %DVLFV/ DYDLODEOH DW
ZZZ1XVFRXUWV1JRY2SXEOLFDWLRQV1KWPO1
7 ‡%DQNV ([SDQG &DUG 0DUNHWLQJ DQG &UHGLW ([WHQVLRQ :KLOH 6HHNLQJ WR 5HVWULFW &RQVXPHU $FFHVV WR
%DQNUXSWF\/· &RQVXPHU )HGHUDWLRQ RI $PHULFD/ -XO\ ;/ 4<<; SUHVV UHOHDVH18
GLVDSSHDUV IURP FUHGLWRUV¶ YLHZ/ DQG WHQ \HDUV SRVW0SHWLWLRQ/ ZKHQ WKH ILOLQJ LWVHOI
GLVDSSHDUV1 7KH VRXUFH RI WKLV SDSHU¶V GDWDEDVH/ WKH FUHGLW EXUHDX ([SHULDQ/ UHPRYHV WKH
LWHPV QRW H[DFWO\ DW : DQG 43 \HDUV/ EXW UDWKHU LQ WKH ODVW VL[ PRQWKV RI WKH :
WK DQG 43
WK
\HDUV/ UHVSHFWLYHO\1 7R EH VDIH/ WKH WHVWV EHORZ DVVXPH RQO\ WKDW WKH LWHPV DUH RQ WKH ILOHV
DW WKH EHJLQQLQJ DQG RII WKH ILOHV DW WKH HQG RI WKH :
WK DQG 43
WK \HDUV1
,1% /LWHUDWXUH RQ 3HUVRQDO %DQNUXSWF\
7KH EDQNUXSWF\ FRGH EDODQFHV WKH EHQHILW RI LQVXULQJ DJDLQVW H[SHQVLYH KRXVHKROG
PLVIRUWXQHV ZLWK WKH FRVW RI IDFLOLWDWLQJ FUHGLWRU0DEXVH E\ RSSRUWXQLVWV1 ,W FOHDUO\ GHOLYHUV
VRPH DPRXQW RI LQVXUDQFH1 ’RPRZLW] DQG 6DUWDLQ +4<<<, VKRZ ODUJH PHGLFDO GHEW WR EH
D PDMRU FRQWULEXWRU WR WKH GHFLVLRQ WR ILOH/ DQG 6XOOLYDQ/ :DUUHQ DQG :HVWEURRN +4<;<,/
6XOOLYDQ +4<9;, DQG 6WDQOH\ DQG *LUWK +4<:4, DOO ILQG VXEVWDQWLDO PHGLFDO GHEW RZHG E\
EDQNUXSWV1 7KH DPRXQW RI DEXVH LV PRUH GLIILFXOW WR SLQ GRZQ1 6HYHUDO VWXGLHV HVWLPDWH
EDQNUXSWV¶ UHSD\PHQW FDSDFLW\/ EXW UHDFK GLVSDUDWH FRQFOXVLRQV +VHH/ H1J1/ %DUURQ DQG
6WDWHQ +4<<:, DQG &XOKDQH DQG :KLWH +4<<<,,1 7KH FRVW RI DEXVH LV QRW QHFHVVDULO\ MXVW
WKH ZHDOWK WUDQVIHU IURP FUHGLWRUV WR GHEWRUV> LW FDQ LQFOXGH UHGXFHG FUHGLW DFFHVV IRU
ORZHU0ZHDOWK KRXVHKROGV1 *URSS/ 6FKRO] DQG :KLWH +4<<:, VKRZV WKDW ORZHU0ZHDOWK
KRXVHKROGV KDYH OHVV GHEW DQG SD\ KLJKHU UDWHV LQ KLJK0H[HPSWLRQ VWDWHV +H1J1 )ORULGD/
ZLWK LWV XQOLPLWHG KRPHVWHDG H[HPSWLRQ,/ DQG DUJXHV WKDW WKH RSWLRQ WR NHHS PRUH YDOXH
LQ EDQNUXSWF\ LV WR EODPH1
7KH ILOLQJ UDWH¶V LQFUHDVH LV FRQVLVWHQW ZLWK D FKDQJH LQ WKH ILOLQJ GHFLVLRQ1 7KDW
LV/ WKH JURZWK LQ ILOLQJV PD\ UHIOHFW JURZWK LQ WKH VHW RI ILQDQFLDO FLUFXPVWDQFHV WKDW
LQGXFH ILOLQJ1 7KLV YLHZ LV VXSSRUWHG E\ *URVV DQG 6RXOHOHV +4<<;,/ ZKLFK VKRZV FUHGLW09
FDUG KROGHUV 4( PRUH OLNHO\ WR ILOH EDQNUXSWF\ LQ 4<<: WKDQ 4<<8/ FRQWUROOLQJ IRU
KRXVHKROG ULVN0FRPSRVLWLRQ DORQJ VHYHUDO GLPHQVLRQV1 7KHLU LQWHUSUHWDWLRQ LV WKDW ILOLQJ
LV GLVFRXUDJHG E\ VWLJPD/ DQG VWLJPD KDV GHFUHDVHG1 $QRWKHU YLHZ/ QRW PXWXDOO\
H[FOXVLYH/ LV WKDW WKH QXPEHU RI KRXVHKROGV LQ FLUFXPVWDQFHV WKDW KDYH FRQVLVWHQWO\
LQGXFHG ILOLQJ KDV LQFUHDVHG1 6XOOLYDQ/ :DUUHQ DQG :HVWEURRN +4<<7, FRPSDUHV VDPSOHV
RI ILOHUV IURP 4<;4 DQG 4<<4/ DQG ILQGV WKHLU UHSRUWHG ILQDQFLDO FRQGLWLRQV YHU\ VLPLODU1
$ UHODWHG DUJXPHQW LV LQ $XVXEHO +4<<:, DQG (OOLV +4<<;,/ ZKLFK DUJXH WKDW KRXVHKROG
GHEW KDV JURZQ EHFDXVH EDQN0FDUG LVVXHUV DOORZ DQG HQFRXUDJH PRUH ERUURZLQJ DPRQJ
PDUJLQDO FUHGLWV WKDQ WKH\ GLG SUHYLRXVO\ +H1J1 %ODFN DQG 0RUJDQ +4<<<,,/ LQFUHDVLQJ WKH
GHQVLW\ RI KRXVHKROGV WKDW EHQHILW IURP ILOLQJ1
6WDWHQ +4<<6, SURSRVHV WKDW VRPH RI WKH FRQQHFWLRQ EHWZHHQ ILOLQJV DQG VXE0SULPH
FRQVXPHU OHQGLQJ UXQV LQ WKH RWKHU GLUHFWLRQ1 5HFHQW ILOHUV ZRXOG LQWXLWLYHO\ EH PDUJLQDO
FUHGLWV/ V RW K HL Q F U H D V HL QV X E 0 SULPH OHQGLQJ VXJJHVWV PRUH FUHGLW DIWHU EDQNUXSWF\ ZKLFK
PHDQV D JUHDWHU LQFHQWLYH WR ILOH1 /RRNLQJ DW WKH 0D\ 4<;; FUHGLW ILOHV RI 5333 ZKR ILOHG
EHWZHHQ 4<:; DQG 4<;;/ WKDW VWXG\ ILQGV D VLJQLILFDQW IUDFWLRQ RI ILOHUV ZLWK DW OHDVW RQH
QHZ FUHGLW UHODWLRQVKLS 0 49( ZLWKLQ RQH \HDU/ DQG 86( ZLWKLQ ILYH \HDUV – DQG DUJXHV
WKDW FRQVXPHU FUHGLWRUV PD\ VXIIHU D FRRUGLQDWLRQ SUREOHP1 $OO FUHGLWRUV SUHVXPDEO\
ZDQW FRQVXPHUV WR H[SHFW OLWWOH FUHGLW DIWHU &KDSWHU :/ VLQFH WKHLU KLVWRULFDO UHFRYHU\ UDWH
LQ &KDSWHU : LV VR ORZ/
8 EXW WKH\ PD\ DOVR YLHZ UHFHQW ILOHUV ZLWK QR RWKHU GHEW DV
DWWUDFWLYH FXVWRPHUV/ DQG KHQFH JUDQW WKHP FUHGLW1 7KH VL[0\HDU PRUDWRULXP RQ UHSHDW
GLVFKDUJHV PD\ H[DFHUEDWH WKH SUREOHP E\ PDNLQJ UHFHQW ILOHUV HYHQ PRUH DWWUDFWLYH1
7KHVH VWXGLHV GHPRQVWUDWH WKH QHHG IRU D ULJRURXV H[DPLQDWLRQ RI ILQDQFLDO OLIH
DIWHU EDQNUXSWF\/ D WDVN IRU ZKLFK WKLV SDSHU¶V GDWDEDVH LV XQLTXHO\ ZHOO0VXLWHG1 ,Q:
6HSWHPEHU 4<<:/ WKH FUHGLW EXUHDX ([SHULDQ GUHZ D UDQGRP VDPSOH RI FRQVXPHUV/ DQG
WUDFNHG WKHP EDFN WKURXJK DUFKLYHG FUHGLW ILOHV WR -XO\ 4<<71 7KH VDPSOH LQFOXGHV
77/393 ZKR KDG &KDSWHU : EDQNUXSWF\ IODJV RQ WKHLU :24<<7 ILOHV/ WKH HDUOLHVW ILOLQJV IURP
4424<;7 +Q1E1 449 PRQWKV EHIRUH,/ DQG WKH ODWHVW IURP :24<<71 7KHUH DUH DOVR 4</<<: ZKR
ZHUH QRW/ DV RI :24<<7/ LGHQWLILHG DV SDVW ILOHUV1 6R WKHUH LV D WLPH VHULHV RI FUHGLW0UHODWHG
GDWD RQ D ODUJH VDPSOH RI SDVW ILOHUV DW GLIIHUHQW SRLQWV LQ WKHLU SRVW0EDQNUXSWF\ OLYHV/ DQG
DOVR D ODUJH FRQWURO VDPSOH WR FRPSDUH ZLWK1
7KH WLPH0VHULHV GDWD DGGUHVV D SRWHQWLDO LGHQWLILFDWLRQ SUREOHP1 6XSSRVH WKHUH
ZHUH MXVW FURVV0VHFWLRQDO GDWD RQ SDVW ILOHUV/ IRU H[DPSOH MXVW WKH :24<<7 FUHGLW ILOHV RI
WKRVH ZKR ILOHG EHWZHHQ 4424<;7 DQG :24<<71 :H FRXOG HVWLPDWH WKH DFTXLVLWLRQ RI FUHGLW
RYHU WKH QLQWK \HDU DIWHU EDQNUXSWF\ IURP WKH GLIIHUHQFH EHWZHHQ WKH :24<<7 ILOHV RI
:24<;9 DQG :24<;8 ILOHUV1 2QH ELJ SUREOHP/ DPRQJ RWKHUV/ LV WKDW LQ DGGLWLRQ WR WKH QLQWK0
\HDU HIIHFW ZH ZLOO SLFN XS WKH FKDQJH LQ WKH ILOLQJ SRSXODWLRQ IURP :24<;8 WR :24<;91 ,I
WKH GLVWULEXWLRQ RI 4<;9 ILOHUV¶ UHSD\PHQW FDSDFLWLHV ZHUH GLIIHUHQW IURP WKDW RI 4<;8
ILOHUV/ WKHQ WKHLU IXWXUH FUHGLW ILOHV ZRXOG LQWXLWLYHO\ GLIIHU DV ZHOO1 7KH WLPH VHULHV
DGGUHVV WKLV SUREOHP E\ VKRZLQJ WKH EHJLQQLQJ DQG HQG RI WKH QLQWK \HDU IRU D IL[HG VHW
RI FRQVXPHUV1
$QRWKHU YLUWXH RI WKHVH WLPH VHULHV LV WKDW WKH\ WUDFN VHYHUDO WKRXVDQG FRQVXPHUV
LQWR WKH SHULRG DIWHU WKHLU EDQNUXSWF\ IODJV JR GRZQ1 ([SHULDQ VWRSSHG UHSRUWLQJ WKH
IODJV WR FUHGLWRUV/ EXW WKH UHVHDUFK GDWDEDVH VDYHG WKH ILOLQJ GDWH VR LW VKRZV SDVW ILOLQJV
WKDW FUHGLWRUV FDQ QRW VHH/ RXW WR 45 \HDUV 43 PRQWKV +L1H1 4424<;7 WR <24<<:, DIWHU
EDQNUXSWF\1 7KLV LV WKH PDMRU RSSRUWXQLW\ RI WKH VWXG\/ WR LQIHU WKH FRQVWUDLQLQJ HIIHFW RI
D EDQNUXSWF\ IODJ E\ PHDVXULQJ ZKDW KDSSHQV WR FUHGLW ZKHQ LW GLVDSSHDUV1 :H FDQ
8 $ERXW RQH FHQW RQ WKH GROODU +:KLWH +4<;:,/ 6XOOLYDQ/ :DUUHQ DQG :HVWEURRN +4<;<,,1;
REVHUYH WKH FUHGLW FRQVWUDLQW GXH WR WKH IODJ LWVHOI/ DQG QRW WR WKH PLVIRUWXQH WKDW
SUHFLSLWDWHG EDQNUXSWF\ – GLYRUFH/ KHDOWK SUREOHP/ XQHPSOR\PHQW/ HWF1 – WKDW LV UHVROYLQJ
RYHU WKH VDPH SHULRG/ DQG ZRXOG SUHVXPDEO\ KDYH DIIHFWHG FUHGLW DFFHVV HYHQ LI
EDQNUXSWF\ KDG QRW EHHQ ILOHG1
,I WKH EDQNUXSWF\ IODJ LPSRVHV D ELQGLQJ FUHGLW FRQVWUDLQW/ WKHQ FUHGLW ZLOO H[SDQG
DIWHU WKH IODJ JRHV GRZQ EXW RQO\ DV IDVW DV WKH FRQVXPHUV DQG WKHLU QHZO\0ZLOOLQJ
FUHGLWRUV ILQG HDFK RWKHU1 )RU VRPH W\SHV RI FUHGLW UHODWLRQVKLS/ WKLV VHDUFK PLJKW EH
KDSKD]DUG DQG VORZ/ WDNLQJ ORQJHU WKDQ WKH GDWDEDVH FRYHUV1 )RU H[DPSOH/ D FRQVXPHU
PLJKW QRW NQRZ KH FDQ JHW D 0DF\¶V FDUG XQWLO KH VKRSV WKHUH/ DQG DVNV1 %XW IRU EDQN
FDUGV/ VHDUFKLQJ LV DSSDUHQWO\ QRW DQ LVVXH1 3UH0DSSURYHG EDQN0FDUG VROLFLWDWLRQV DUULYH
HYHU\ WZHOYH GD\V
9 RU VR DW WKH DYHUDJH KRXVHKROG/ VXJJHVWLQJ WKDW WKH GLVFRYHU\ RI QHZ
EDQN0FDUG DFFHVV LV FKHDS DQG TXLFN1 7KLV LV RQH UHDVRQ ZK\ WKH WHVWV EHORZ IRFXV RQ WKH
DJJUHJDWH EDQN0FDUG VWDWLVWLFV1
7KH RWKHU UHDVRQ LV WKDW EDQN0FDUG GHEW LV VXFK DQ ODUJH HOHPHQW RI KRXVHKROG
ILQDQFH1 $W \HDU0HQG 4<<:/ 9LVD DQG 0DVWHU&DUG UHFHLYDEOHV DPRXQWHG WR ’6<; ELOOLRQ/
:
ZKLFK LV ’7333 SHU KRXVHKROG DQG WKUHH0TXDUWHUV RI WKH ’864 ELOOLRQ WRWDO UHYROYLQJ
FRQVXPHU GHEW UHSRUWHG E\ WKH )HGHUDO 5HVHUYH1
; $QG EDQN0FDUG GHEW LV JHQHUDOO\ QRW
VHFXUHG/ WKRXJK WKH H[DFW IUDFWLRQ WKDW LV VHFXUHG KDV QRW EHHQ UHSRUWHG/ VR WKH LVVXHUV DUH
KHDYLO\ H[SRVHG WR WKH FDUG0KROGHUV¶ FUHGLW ULVN1 7RJHWKHU/ WKHVH FKDUDFWHULVWLFV RI EDQN
FDUGV PDNH WKHP WKH QDWXUDO WHVWLQJ0JURXQG IRU WKH SUDFWLFDO HIIHFW RI WKH EDQNUXSWF\ IODJ=
9 6 ELOOLRQ VROLFLWDWLRQV2\HDU/ 698 GD\V2\HDU/ 433 PLOOLRQ KRXVHKROGV1
: 4<<< &DUG ,QGXVWU\ ’LUHFWRU\1 7KHUH ZDV DOVR ’69 ELOOLRQ RI ’LVFRYHU FDUG DQG ’4719 ELOOLRQ RI $PH[
FDUG GHEW1
; )HGHUDO 5HVHUYH 6WDWLVWLFDO 5HOHDVH *14<1<
WKH\ DUH D ELJ VRXUFH RI FUHGLW/ WKH\ DUH FUHGLW0ULVN VHQVLWLYH/ DQG WKH\ TXLFNO\ EULQJ WKHLU
DYDLODELOLW\ WR FRQVXPHUV¶ DWWHQWLRQ1
7KH QH[W VHFWLRQ GHVFULEHV WKH GDWDEDVH/ DQG WKH IROORZLQJ VHFWLRQ SHUIRUPV WKH
WHVWV WKDW GHVFULEH WKH HYROXWLRQ RI FUHGLW DFFHVV DIWHU &KDSWHU := ILUVW FUHGLW VFRUHV/ WKHQ
DOO FUHGLW/ WKHQ ILQDOO\ EDQN FDUGV LQ SDUWLFXODU1
,,1 ’DWD
7KH FRQVXPHUV ZLWK &KDSWHU : EDQNUXSWF\ IODJV DV RI :24<<7 DUH WKH ‡ILOHUV·/ DQG
WKRVH ZLWKRXW DUH WKH ‡QRQ0ILOHUV1· 7KH GDWDEDVH SURYLGHV WKH ILOLQJ PRQWK RI HDFK ILOHU/
DQG WKH GLVWULEXWLRQ RI ILOHUV DFURVV PRQWKV LV SORWWHG LQ )LJXUH 51 7KH YDULDWLRQ DFURVV
PRQWKV LQ )LJXUH 5 LV VRPHZKDW EXW QRW HQWLUHO\ GXH WR YDULDWLRQ LQ WKH QDWLRQDO ILOLQJ
UDWH1 7KLV LV DSSDUHQW LQ )LJXUH 6/ ZKLFK LV HVVHQWLDOO\ )LJXUH 5 GLYLGHG E\ )LJXUH 4= IRU
HDFK PRQWK/ WKH QXPEHU LQ )LJXUH 5 LV GLYLGHG E\ 426 RI WKDW PRQWK¶V TXDUWHU¶V QXPEHU LQ
)LJXUH 51 7KH QXPEHU RI WKH SDQHO¶V ILOHUV IRU D JLYHQ PRQWK LV JHQHUDOO\ DURXQG 4( RI
DOO ILOHUV/ H[FHSW DW WKH YHU\ EHJLQQLQJ DQG WKH YHU\ HQG/ ZKHQ LW LV PXFK ORZHU1 7KH ORZ
QXPEHUV LQ 4<<7 SUREDEO\ UHIOHFW ODJV LQ UHSRUWLQJ ILOLQJV WR EXUHDXV/ DQG WKH ORZ 4<;728
QXPEHUV UHIOHFW VRPH FRPELQDWLRQ RI LQFRPSOHWH UHSRUWLQJ RI ILOLQJV LQ WKRVH \HDUV/
UDQGRPQHVV RI WKH IODJ0UHPRYDO GDWH HQJHQGHUHG E\ ([SHULDQ¶V SXUJLQJ PHWKRG/
<
PRUWDOLW\ +WKH\ KDG WR VXUYLYH WR <24<<: WR PDNH WKH GDWDEDVH,/ DQG SRWHQWLDOO\ VRPH
XQNQRZQ IDFWRUV1
< 6WDUWLQJ DW 447 PRQWKV SRVW0SHWLWLRQ/ IODJV DUH UHPRYHG WKH QH[W WLPH WKH SXUJLQJ VRIWZDUH SURFHVVHV WKH
ILOH1 7KH SXUJLQJ VRIWZDUH SURFHVVHV HDFK ILOH DW OHDVW RQFH HYHU\ VL[ PRQWKV/ EXW WKH H[DFW PRPHQW LQ SRVW0
SHWLWLRQ WLPH LV QRW IL[HG1 6LPLODUO\/ RWKHU GHURJDWRU\ LQIRUPDWLRQ LV SXUJHG VWDUWLQJ DW 9￿ \HDUV :;
PRQWKV143
)RU HDFK SDQHOLVW/ WKH GDWDEDVH SURYLGHV WKH FXUUHQW FUHGLW VFRUH DQG D FUHGLW ILOH
HYHU\ WKUHH PRQWKV IURP :24<<7 WR 724<<9/ DQG DOVR <24<<:1 (DFK FUHGLW ILOH LV 687
YDULDEOHV GHVFULELQJ WKH FRQVXPHU¶V LQWHUDFWLRQ ZLWK FUHGLW PDUNHWV – FXUUHQW XVDJH/
FXUUHQW DQG SDVW GHOLQTXHQF\/ QXPEHU RI DFWLYH UHODWLRQVKLSV +FDOOHG ‡RSHQ WUDGHV·,/ DQG
VR RQ1 &UHGLW VFRUHV DUH ),&2 VFRUHV FDOFXODWHG IURP FUHGLW0ILOH IDFWV ZLWK D SURSULHWDU\
DOJRULWKP GHYHORSHG E\ )DLU/ ,VDDF/ ZKRVH OLWHUDWXUH VD\V WKDW D FUHGLW VFRUH ‡VXPV XS/ DW
D JLYHQ SRLQW LQ WLPH/ ZKDW \RXU SDVW FUHGLW SHUIRUPDQFH DQG FXUUHQW XVDJH VD\V DERXW
\RXU IXWXUH FUHGLW SHUIRUPDQFH1·
43
7KH )DLU/ ,VDDF OLWHUDWXUH GRHV QRW RIIHU D GLUHFW LQWHUSUHWDWLRQ RI WKH VFRUHV/ H[FHSW
WKDW KLJKHU LV EHWWHU1 7R FUHDWH VFRUHV WKDW GR KDYH DQ LQWHUSUHWDWLRQ/ ),&2 VFRUHV DUH
FRQYHUWHG WR ),&2 SHUFHQWLOHV1 2Q HDFK GDWH/ WKH HPSLULFDO GLVWULEXWLRQ RI WKH QRQ0ILOHUV¶
),&2 VFRUHV LV FDOFXODWHG/ DQG WKH ILOHUV¶ VFRUHV DUH PDSSHG WR WKHLU SHUFHQWLOHV LQ WKLV
GLVWULEXWLRQ1 ,I D ILOHU¶V VFRUH LV KLJKHU WKDQ Q( RI FRQWHPSRUDQHRXV QRQ0ILOHU VFRUHV/ KLV
),&2 SHUFHQWLOH LV Q1 ,Q WKLV H[HUFLVH/ PLVVLQJ ),&2 VFRUHV DUH UHPRYHG1 ,Q ERWK WKH
ILOHU DQG QRQ0ILOHU SDQHOV/ DERXW 43( RI ),&2 VFRUHV DUH UHSRUWHG DV PLVVLQJ/ DQG WKH
PLVVLQJ YDOXH FRGH DOPRVW DOZD\V LQGLFDWHV WKDW WKH ),&2 DOJRULWKP UHTXLUHV PRUH
LQIRUPDWLRQ IURP WKH SDVW VL[ PRQWKV WKDQ WKH FUHGLW ILOH UHSRUWV1 7KH WHVWV EHORZ UHIHU
RQO\ WR ),&2 SHUFHQWLOHV/ DQG QRW WR WKH VFRUHV WKHPVHOYHV1
,,,1 $QQXDO &KDQJHV LQ &UHGLW $FFHVV
7KH GDWDEDVH FRQWDLQV IRXU SDLUV RI REVHUYDWLRQ GDWHV VHSDUDWHG E\ D \HDU= :24<<7
DQG :24<<8/ 4324<<7 DQG 4324<<8/ 424<<8 DQG 424<<9/ DQG 724<<8 DQG 724<<91 (DFK ILOHU
EHJLQV KLV Q
WK \HDU DIWHU EDQNUXSWF\ ZLWKLQ RQH PRQWK RI WKH LQLWLDO GDWH RI RQH RI WKHVH
43 )URP ‡&RQVXPHU )$4V/· DW ZZZ1IDLULVDDF1FRP2),B+RPH2KWPO2FRQVXPHUV1KWPO144
SDLUV/ IRU H[DFWO\ RQH Q1 )RU H[DPSOH/ WKRVH ZKR ILOHG LQ 924<;; WKURXJK ;24<;; ZHUH
ZLWKLQ RQH PRQWK RI EHJLQQLQJ WKHLU :
WK \HDUV DIWHU EDQNUXSWF\ LQ :24<<7/ DQG ILQLVKLQJ LQ
WKHP LQ :24<<8/ DQG ZHUH QRW ZLWKLQ RQH PRQWK RI EHJLQQLQJ DQ\ RWKHU \HDU LQ 4324<<7/
424<<8 RU 724<<81 6R IRU HDFK ILOHU/ ZH JHW RQH H[DPSOH RI WKH FKDQJH LQ FUHGLW DFFHVV
RYHU +DSSUR[LPDWHO\, WKH Q
WK \HDU IRU RQH Q1 *LYHQ WKH UDQJH RI ILOLQJ PRQWKV DQG GDWD
PRQWKV/ WKHUH DUH VRPH ILOHUV IRU HDFK Q IURP 4 WKURXJK 44/ EXW WKH SRSXODWLRQ IRU Q 4
+L1H1 924<<7 DQG :24<<7 ILOHUV, LV VPDOO DQG SRWHQWLDOO\ ELDVHG/ VR ZH ZLOO ORRN RQO\ DW Q 5
WKURXJK 441
7KH ILUVW PHDVXUH RI FUHGLW DFFHVV WR FRQVLGHU LV WKH FUHGLW VFRUH/ ERWK EHFDXVH LW
SXWDWLYHO\ VXPPDUL]HV WKH FUHGLW ILOH¶V LQIRUPDWLRQ DERXW FUHGLWZRUWKLQHVV/ DQG DOVR
EHFDXVH FRQVXPHU FUHGLWRUV RIWHQ UHIHU WR WKH VFRUH LQ OLHX RI WKH HQWLUH ILOH1 7KH JRDO LV
WR FKDUDFWHUL]H WKH Q
WK0\HDU VFRUH FKDQJH1 7R DOORZ IRU WKH SRVVLELOLW\ WKDW GLIIHUHQW VFRUHV
FKDQJH GLIIHUHQWO\/ IRU H[DPSOH WKDW WKH FKDQJH RYHU WKH :
WK \HDU LV GLIIHUHQW IRU VFRUHV
WKDW VWDUW RXW ORZ UDWKHU WKDQ KLJK/ WKH SDQHO LV VRUWHG WZR ZD\V1 )LOHUV DUH VRUWHG E\ Q/
DQG DOVR E\ LQLWLDO ),&2 SHUFHQWLOH LQWR ILYH ELQV= >3/43,/ >43/53,/ >53/63,/ >63/73,/ DQG
>73/83,1 9HU\ IHZ SDVW ILOHUV KDYH ),&2 SHUFHQWLOHV DERYH 83/ VR WKH\ DUH WRVVHG RXW1
5HVXOWV DUH SORWWHG LQ )LJXUH 7/ ZKHUH HDFK Q LV D GLIIHUHQW OLQH/ LQLWLDO ),&2 SHUFHQWLOHV
LQFUHDVH IURP OHIW WR ULJKW/ DQG Q
WK0\HDU ),&2 SHUFHQWLOH FKDQJH LV RQ WKH \0D[LV1 0HDQV
DQG WKHLU VWDQGDUG HUURUV DUH DOVR UHSRUWHG DV 7DEOH ,1
7KH JUDSK PDNHV VHYHUDO SRLQWV1 )LUVW/ VFRUHV DUH PHDQ0UHYHUWLQJ> ORZ ),&2V
LQFUHDVH/ DQG KLJKHU RQHV GHFUHDVH1 $V ZH ZLOO HVWDEOLVK ULJRURXVO\ LQ 6HFWLRQ ,9/ WKLV LV
WUXH IRU DOO FRQVXPHUV/ QRW MXVW SDVW ILOHUV1 6HFRQG/ WKH :
WK \HDU/ ZKHQ GHURJDWRU\
LQIRUPDWLRQ DERXW SUH0SHWLWLRQ GHEW GLVDSSHDUV/ KDV D GLIIHUHQW HIIHFW RQ GLIIHUHQW VFRUHV145
/RZHU VFRUHV LQFUHDVH PXFK PRUH/ UHODWLYH WR RWKHU \HDUV/ WKDQ GR KLJKHU VFRUHV1 $QG
ILQDOO\/ WKH 43
WK \HDU/ ZKHQ WKH IODJ JRHV GRZQ/ KDV D ELJ HIIHFW RQ WKH EHWWHU VFRUHV1
3HUFHQWLOHV LQ WKH >73/83, UDQJH LQFUHDVH DQ DYHUDJH RI 4;/ VR IRU H[DPSOH IURP 78
WK
SHUFHQWLOH DPRQJ QRQ0ILOHUV WR 96
UG SHUFHQWLOH1 7KH HIIHFW LV VPDOOHU IRU WKH PLGGOH
UDQJHV/ DQG HVVHQWLDOO\ ]HUR IRU WKH ERWWRP1 7KH VWDQGDUG HUURUV VKRZ WKDW WKH UHOHYDQW
SDLUZLVH GLIIHUHQFHV DUH VWDWLVWLFDOO\ VLJQLILFDQW1
44
7KH G\QDPLFV RI WKH :
WK DQG 43
WK0\HDU HIIHFWV PDNH LQWXLWLYH VHQVH1 $IWHU WKH :
WK
\HDU/ WKH FUHGLW ILOH VWLOO VKRZV WKH ILOLQJ/ MXVW QRW LWV SDUWLFXODUV1 7KLV LV JRRG QHZV IRU
WKRVH ZKRVH SDUWLFXODUV ZHUH UHODWLYHO\ EDG/ DQG EDG QHZV IRU WKRVH ZKRVH SDUWLFXODUV
ZHUH UHODWLYHO\ JRRG1 7KH FURVV VHFWLRQ RI WKH 43
WK0\HDU HIIHFW PDWFKHV WKH LQWXLWLYH QHZV
YDOXH RI D SDVW ILOLQJ> LI D FRQVXPHU¶V FUHGLW ILOH VKRZV KLJK ULVN/ D SDVW ILOLQJ LV QR
VXUSULVH/ EXW LI LW VKRZV ORZ ULVN/ LW LV D ELJ VXUSULVH1 $ SDVW EDQNUXSWF\ PDNHV D JRRG ILOH
PXFK ZRUVH/ EXW KDV OLWWOH HIIHFW RQ RQH WKDW¶V DOUHDG\ EDG1
’R WKH FUHGLW0VFRUH GHYHORSPHQWV UHSUHVHQW FKDQJHV LQ DSSDUHQW FUHGLWZRUWKLQHVV
WKDW GHOLYHU PHDQLQJIXO QHZ FUHGLW DFFHVV" 7KH FUHGLW ILOHV VKRZ WKH Q
WK0\HDU FKDQJH LQ
YDULRXV PHDVXUHV RI FUHGLW DFFHVV1 7KH UHVW RI WKH VHFWLRQ XVHV WKH PHWKRGRORJ\ IURP
7DEOH , WR GHWHFW WKH FURVV VHFWLRQ DQG WLPH VHULHV RI FUHGLW DFFHVV LQ WKHVH PHDVXUHV1 7KH
RQH FKDQJH IURP 7DEOH , LV WKDW LQLWLDO ),&2 SHUFHQWLOHV DUH VRUWHG LQWR IRXU JURXSV=
>3/4919:,/ >4919:/66166,/ >66166/83, –‡ O R Z 0 ),&2/· ‡PHGLXP0),&2· DQG ‡KLJK0),&2· 0
DQG PLVVLQJ/ RU ‡QR0),&2·1 7KH ),&2 ELQV DUH UHGXFHG IURP ILYH WR WKUHH WR UHGXFH
FOXWWHU LQ WKH JUDSKV/ DQG WKH QR0),&2 ELQ LV LQFOXGHG WR DGGUHVV DQ\ FRQFHUQV WKDW
44 :LWK WKH XVXDO GLVWULEXWLRQDO DVVXPSWLRQV/ WKH GLIIHUHQFH EHWZHHQ WZR PHDQV LV VWDWLVWLFDOO\ VLJQLILFDQW LI
WZR VWDQGDUG HUURUV IURP RQH LV QRW ZLWKLQ WZR VWDQGDUG HUURUV RI WKH RWKHU1 ,Q WKLV FDVH/ WKH :
WK0\HDU PHDQV
RI WKH PLGGOH WKUHH ),&2 SDUWLWLRQV DQG WKH43
WK0\HDU FKDQJHV RI WKH WRS WKUHH ),&2 SDUWLWLRQV DUH PRUH WKDQ46
IRFXVLQJ RQ FRQVXPHUV ZKR LQLWLDOO\ KDYH ),&2V VRPHKRZ ELDVHV WKH WHVWV1 *RLQJ LQWR
WKHLU 43
WK \HDUV/ 5;14( RI ILOHUV DUH ORZ0),&2/ 6717( DUH PHGLXP0),&2/ 5616( DUH KLJK0
),&2/ 451:( DUH QR0),&2/ DQG 418( KDYH ),&2 SHUFHQWLOHV DERYH 831
45
3HUKDSV WKH EURDGHVW PHDVXUH RI FUHGLW DFFHVV LQ WKH FUHGLW ILOHV LV ‡7RWDO QXPEHU
RI RSHQ WUDGHV/· WKH QXPEHU RI DFWLYH UHODWLRQVKLSV WKH FRQVXPHU KDV ZLWK FUHGLWRUV WKDW
UHSRUW WR WKH EXUHDX1 )LJXUH 8 SORWV WKH Q
WK0\HDU FKDQJHV RI WKLV YDULDEOH/ DQG 3DQHO $ RI
7DEOH ,, VKRZV WKH SRLQW HVWLPDWHV DQG VWDQGDUG HUURUV1
%\ WKLV JDXJH/ FUHGLW DFTXLVLWLRQ LV PXFK IDVWHU LQ WKH 43
WK \HDU/ DV ZHOO DV WKH 44
WK/
IRU WKH KLJK DQG PHGLXP ),&2 JURXSV1 *URZWK LQ DFWLYH FUHGLW UHODWLRQVKLSV H[SDQGV
VWHDGLO\ IURP WKH HDUO\ SRVW0SHWLWLRQ \HDUV WR WKH <
WK \HDU/ DQG WKHQ PRUH UDSLGO\ ZLWK
SRLQW HVWLPDWHV DERXW ￿ QHZ DFFRXQW SHU \HDU KLJKHU1 6WDQGDUG HUURUV VKRZ WKLV LQFUHDVH
WR EH VWDWLVWLFDOO\ VLJQLILFDQW/ EXW WKH VXEVHTXHQW LQFUHDVH IURP WKH 43
WK WR 44
WK \HDUV LV QRW
VWDWLVWLFDOO\ VLJQLILFDQW1 )RU WKH ORZ0),&2 JURXS/ WKH 43
WK \HDU GRHV QRW EULQJ DQ\
VWDWLVWLFDOO\ RU HFRQRPLFDOO\ VLJQLILFDQW QHZ FUHGLW DFFHVV1 7KHUH LV DOVR D VLJQLILFDQW
LQFUHDVH IURP WKH 9
WK WR WKH :
WK \HDU/ EXW DJDLQ/ RQO\ IRU WKH PHGLXP0 DQG KLJK0),&2
JURXSV1
7KHVH UHVXOWV LQGLFDWH PRUH ILQDQFLDO FRQVWUDLQW ZLWK WKH EDQNUXSWF\ IODJ WKDQ
ZLWKRXW/ EXW VXFK D EURDG PHDVXUH RI FUHGLW DFFHVV FDQ QRW FKDUDFWHUL]H WKH FRQVWUDLQW
YHU\ XVHIXOO\1 $FFHVV WR XQVHFXUHG ERUURZLQJ LV DGGUHVVHG PRUH GLUHFWO\ E\ ‡7RWDO
QXPEHU RI RSHQ EDQN FDUGV1·7 K H Q
WK0\HDU HYROXWLRQ RI WKLV YDULDEOH LV VXPPDUL]HG LQ
3DQHO % RI 7DEOH ,, DQG )LJXUH 91
WZR VWDQGDUG HUURUV KLJKHU WKDQ WZR VWDQGDUG HUURUV DERYH WKH VDPH0),&2 PHDQV IURP \HDUV 509/ DQG ;0< LQ
DOO EXW RQH LQVWDQFH1
45 ,Q -XO\ 4<<:/ WKH FRUUHVSRQGLQJ ),&2 FXWRIIV IRU WKH ORZ/ PHGLXP DQG KLJK ELQV ZHUH >3/8;8@/ >8;9/98;@
DQG >98</:47@147
7KH UHVXOWV VKRZ WKDW DERXW KDOI RI WKH SRVW0IODJ LQFUHDVH LQ RSHQ WUDGHV LV QHZ
EDQN FDUGV1 7KH KLJK0),&2 DQG PHGLXP0),&2 W\SHV DFTXLUH DQ DYHUDJH RI 31:; DQG 3196
QHZ EDQN FDUGV/ UHVSHFWLYHO\/ LQ WKHLU 43
WK \HDUV/ DURXQG KDOI WKH DYHUDJH RI 4167 DQG 4179
QHZ DFFRXQWV +IURP 3DQHO $,/ UHVSHFWLYHO\/ WKH\ DFTXLUH WKHQ1 7KLV LPSOLHV/ DV SUHGLFWHG/
D IDVW UHVSRQVH RI DFTXLVLWLRQ WR DYDLODELOLW\1 7KH IODJ JRHV GRZQ DW 447 PRQWKV DW WKH
HDUOLHVW/ DQG WKH HQG RI WKH 43
WK \HDU/ DV GHILQHG KHUH/ LV QR ODWHU WKDQ 454 PRQWKV1 $JDLQ/
WKH VWDQGDUG HUURUV VKRZ WKH 43
WK0\HDU HIIHFW WR EH VWDWLVWLFDOO\ VLJQLILFDQW IRU WKH KLJK0
DQG PHGLXP0),&2 JURXSV/ DQG WKHUH LV QR HIIHFW IRU WKH ORZ0),&2 JURXS1 7KHUH LV DOVR
QR VLJQLILFDQW :
WK0\HDU HIIHFW IRU DQ\ JURXS1
7KH FDUGV LQ )LJXUH 9 PD\ UHSUHVHQW D ZLGH UDQJH RI FUHGLW DFFHVV/ DQG
SUHVXPDEO\ LQFOXGH VHFXUHG FDUGV WKDW GR QRW H[SRVH WKH LVVXHU WR DQ\ FUHGLW ULVN1 $
YDULDEOH WKDW IRFXVHV PRUH QDUURZO\ RQ FUHGLW DFFHVV UHODWHG WR FUHGLW ULVN LV ‡7RWDO
QXPEHU RI RSHQ EDQN FDUGV ZLWK D FUHGLW OLPLW JUHDWHU WKDQ RU HTXDO WR ’83331· 3DQHO & RI
7DEOH ,, DQG )LJXUH : VXPPDUL]H WKH UHVXOWV IRU WKHVH KLJK0OLPLW FDUGV/ DQG VKRZV WKDW
KDOI RI WKH SRVW0IODJ LQFUHDVH LQ EDQN FDUGV LV KLJK0OLPLW FDUGV1 7KH 43
WK \HDU EULQJV RQH
QHZ KLJK0OLPLW FDUG IRU HYHU\ IRXU PHGLXP0),&2 ILOHUV/ DQG IRU HYHU\ WZR KLJK0),&2
ILOHUV1 /RZ0),&2 ILOHUV VHH QR VLJQLILFDQW LQFUHDVH IURP D YHU\ ORZ OHYHO DIWHU WKH
EDQNUXSWF\ IODJ1
:KDW LV WKH WRWDO HIIHFW RQ XQVHFXUHG FUHGLW DFFHVV/ DQG ZKDW GR WKH FRQVXPHUV GR
ZLWK LW" $ FRQVXPHU¶V WRWDO EDQN0FDUG FUHGLW OLQH LV WKH VXP RI ‡7RWDO +VXP, RXWVWDQGLQJ
EDODQFH RQ DOO RSHQ EDQN FDUG WUDGHV/· DQG ‡7RWDO +VXP, RI DYDLODEOH FUHGLW DIWHU
RXWVWDQGLQJ EDODQFH VXEWUDFWHG IURP FUHGLW OLPLW IRU DOO RSHQ EDQN FDUG WUDGHV1· ,WV SRVW0
EDQNUXSWF\ HYROXWLRQ/ UHSRUWHG DV )LJXUH ; DQG 3DQHO $ RI 7DEOH ,,,/ LV FRQVLVWHQW ZLWK48
7DEOH ,,1 7KH DYHUDJH FUHGLW OLQHV RI KLJK0 DQG PHGLXP0),&2 ILOHUV MXPS ’5;43 DQG
’78:;/ UHVSHFWLYHO\/ LQ WKH 43
WK \HDU/ VLJQLILFDQWO\ PRUH WKDQ WKH \HDU EHIRUH/ DQG WKHUH LV
QR VLJQLILFDQW 43
WK0\HDU HIIHFW IRU WKH ORZ0),&2 JURXS1 7KH FRQVXPHU¶V DFWXDO XVDJH RI
WKH FUHGLW OLQH LV MXVW ‡7RWDO +VXP, RXWVWDQGLQJ EDODQFH RQ DOO RSHQ EDQN FDUG WUDGHV· E\
LWVHOI> LWV HYROXWLRQ LV LQ )LJXUH < DQG 3DQHO % RI 7DEOH ,,,1 7KH UHVXOWV LQGLFDWH
VLJQLILFDQW QHZ XQVHFXUHG ERUURZLQJ E\ WKH PHGLXP0),&2 JURXS/ EXW QRW WKH RWKHU
JURXSV/ DIWHU WKH EDQNUXSWF\ PDUNHU LV UHPRYHG1 7KH KLJK0),&2 JURXS VKRZV D ELJ MXPS
IURP WKH 43
WK WR WKH 44
WK \HDU/ EXW WKH VWDQGDUG HUURU LV WRR ELJ IRU WKH MXPS WR EH
VWDWLVWLFDOO\ VLJQLILFDQW +Q1E1 WKHUH DUH RQO\ 89 SDQHOLVWV LQ WKH KLJK0),&2244
WK0\HDU ELQ,1
7KH UHVXOWV RI WKLV VHFWLRQ GHPRQVWUDWH WKDW D EDQNUXSWF\ ILOLQJ VLJQLILFDQWO\
FRQVWUDLQV ILQDQFLQJ/ XQVHFXUHG ILQDQFLQJ LQ SDUWLFXODU/ IRU WKH HQWLUH SHULRG ZKHQ
SRWHQWLDO FUHGLWRUV FDQ REVHUYH LW RQ FUHGLW ILOHV1 $PRQJ ILOHUV/ WKH EHWWHU FUHGLWV DFTXLUH
VXEVWDQWLDO QHZ DFFHVV WR XQVHFXUHG FUHGLW ZKHQ WKH EDQNUXSWF\ ILQDOO\ OHDYHV WKHLU ILOHV/
DQG WKH FRQFXUUHQW G\QDPLFV RI FUHGLW VFRUHV LQGLFDWH WKDW WKLV UHIOHFWV D ELJ XSZDUG ERRVW
LQ HVWLPDWHG FUHGLWZRUWKLQHVV1 %XW LI FUHGLW VFRUHV DQG FUHGLWRUV PDNH HIILFLHQW XVH RI
EDQNUXSWF\ IODJV/ WKLV ERRVW LV VSXULRXV/ DQG VKRXOG GLVVLSDWH DV QHZ FUHGLW0ILOH HQWULHV
UHYHDO PRUH DERXW WUXH FUHGLWZRUWKLQHVV1 7KH QH[W VHFWLRQ WHVWV WKLV SURSRVLWLRQ E\
WUDFNLQJ ),&2 VFRUHV DQG GHOLQTXHQF\ LQWR WKH \HDUV DIWHU WKH SRVW0IODJ LQFUHDVH1
,91 &UHGLWZRUWKLQHVV DIWHU WKH %DQNUXSWF\ )ODJ
7KH SUHYLRXV VHFWLRQ GLG QRW XVH WKH <24<<: REVHUYDWLRQ RI VFRUHV DQG ILOHV
EHFDXVH WKH 4:0PRQWK GLVSODFHPHQW IURP WKH SUHYLRXV REVHUYDWLRQ PDGH LW D EDG ILW WR WKH
WHVW GHVLJQ1 %XW VLQFH LW FRPHV ODVW/ WKLV REVHUYDWLRQ UHDFKHV IDUWKHVW LQWR SRVW0EDQNUXSWF\49
ILQDQFLDO OLIH DQG VR LV WKH EHVW RSSRUWXQLW\ WR JDXJH WKH ORQJHU0UXQ H[SHULHQFH RI ILOHUV
DQG WKHLU FUHGLWRUV1
’RHV WKH SRVW0IODJ FUHGLW0VFRUH LQFUHDVH UHYHUVH" %HIRUH DGGUHVVLQJ WKLV TXHVWLRQ
GLUHFWO\/ LW LV ZRUWK HVWDEOLVKLQJ WKH JHQHUDO FRQQHFWLRQ EHWZHHQ FUHGLW VFRUHV DQG FUHGLW0
VFRUH FKDQJHV1 ,Q )LJXUH 7/ ORZHU ),&2 SHUFHQWLOHV SUHGLFW KLJKHU ),&2 SHUFHQWLOH
FKDQJHV1 ,I WKLV PHDQ0UHYHUVLRQ LV D JHQHUDO IHDWXUH RI ),&2 VFRUHV/ LW VKRXOG EH
FDOFXODWHG DQG QHWWHG RXW1 /HW )3F/W EH FRQVXPHU F¶V ),&2 SHUFHQWLOH DV RI WLPH W1 ,Q WKH
QRQ0ILOHU FRQWURO VDPSOH/ WKH 2/6 PRGHO LV +W0VWDWLVWLFV LQ SDUHQWKHVHV,=
)3F/<24<<:0)3F/724<<9   817:9; – 314399)3F/724<<9 . JF 5
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),&2 SHUFHQWLOHV DERYH WKH PHGLDQ +817:9;2314399 8417 LV WKH SRLQW HVWLPDWH, WHQG WR
GHFUHDVH/ DQG WKRVH EHORZ WHQG WR LQFUHDVH1 7R LVRODWH WKH EDQNUXSWF\0IODJ HIIHFW/ WKH
DQDO\VLV RI SRVW0IODJ ),&2 FKDQJHV VKRXOG DFFRXQW IRU WKLV SUHGLFWLYH UHODWLRQVKLS1
$ VLPSOH ZD\ WR HPEHG WKH JHQHUDO UHODWLRQ EHWZHHQ ),&2 SHUFHQWLOHV DQG ILUVW
GLIIHUHQFHV LV WR UXQ WKH VDPH UHJUHVVLRQ DV DERYH/ EXW ZLWK WKH ILOHU DQG QRQ0ILOHU SDQHOV
FRPELQHG/ DQG WKHQ VRUW WKH ILOHUV¶ UHVLGXDOV E\ ILOLQJ PRQWK DQG 724<<9 ),&2 SHUFHQWLOH1
:H DOUHDG\ NQRZ IURP 7DEOH , WKDW ILOHUV ZKR MXVW ORVW WKHLU IODJV DV RI <24<<:/ L1H1 WKRVH
ZKR ILOHG MXVW EHIRUH 424<;;/ DQG ZKR KDG UHODWLYHO\ KLJK 724<<9 ),&2V ZLOO KDYH
JHQHUDOO\ SRVLWLYH UHVLGXDOV1 7KH QHZ TXHVWLRQ LV ZKHWKHU WKRVH ZKR KDG UHFHQWO\ ORVW
WKHLU IODJV DV RI 724<<9 VXEVHTXHQWO\ KDYH QHJDWLYH UHVLGXDOV1
6LQFH WKH GDWDEDVH GRHV QRW UHSRUW 724<<9 EDQNUXSWF\ IODJV/ WKH\ KDYH WR EH
LPSXWHG/ ZKLFK FDQ EH GRQH E\ DQDORJ\ WR )LJXUH 5 ZKLFK VKRZV QR EDQNUXSWF\ IODJV LQ
:24<<7 IRU WKRVH ZKR ILOHG EHIRUH 4424<;71 7KH SUHGLFWLRQ IRU 724<<9 LV QR EDQNUXSWF\
IODJV IRU WKRVH ZKR ILOHG EHIRUH ;24<;91 6LQFH WKH DFWXDO GDWH RQ ZKLFK IODJV DUH UHPRYHG4:
LV DSSDUHQWO\ VRPHZKDW UDQGRP/ WKLV PLVFODVVLILHV VRPH ILOHUV1 $OO WROG/ WKHUH DUH ILYH
UHOHYDQW JURXSLQJV RI ILOLQJ PRQWKV=
+4, 4424<;7 – :24<;9 1R IODJ LQ 724<<9
+5, ;24<;9 – 4524<;: )ODJ LQ 724<<9/ QRW <24<<:
+6, 424<;; – :24<;< )ODJ RQ ERWK GDWHV/ QR RWKHU SUH0SHWLWLRQ LQIR RQ ERWK GDWHV
+7, ;24<;< – 4524<<3 )ODJ RQ ERWK GDWHV/ RWKHU SUH0SHWLWLRQ LQIR RQO\ LQ 724<<9
+8, 424<<4 – :24<<7 )ODJ DQG RWKHU SUH0SHWLWLRQ LQIR RQ ERWK GDWHV
7KH ILWWHG PRGHO +W0VWDWLVWLFV LQ SDUHQWKHVHV, LV=
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DQG WKH ILOHUV¶ UHVLGXDOV/ VRUWHG E\ ILOLQJ TXDUWHU +UDWKHU WKDQ PRQWK/ WR PDNH WKH JUDSK
PRUH OHJLEOH, DQG 724<<9 ),&2 SHUFHQWLOH/ DUH SORWWHG LQ )LJXUH 431 0HDQV DQG VWDQGDUG
HUURUV RI WKH ILYH JURXSLQJV DUH LQ 7DEOH ,91
7KH UHVXOWV VKRZ PRVW RI WKH SRVW0IODJ FUHGLW0VFRUH LQFUHDVH TXLFNO\ UHYHUVLQJ1
7KH KLJK0),&2 ILOHUV LQ JURXS 5 JDLQ 9￿(/ EXW WKRVH LQ JURXS 4 ORVH 7￿(1 7KH WUXH
DPSOLWXGH RI WKH LQFUHDVH0GHFUHDVH SDWWHUQ LV SUREDEO\ JUHDWHU/ VLQFH RYHU WKH 4: PRQWKV
WKH JURXS 5 ILOHUV H[SHULHQFH ERWK WKH LQLWLDO LQFUHDVH DQG VRPH RI WKH VXEVHTXHQW
GHFUHDVH/ DQG VRPH ILOHUV DUH PLVFODVVLILHG1 $OVR/ PDQ\ RI WKH JURXS 4 ILOHUV KDG DOUHDG\
H[SHULHQFHG PXFK RU DOO RI WKH GHFUHDVH EHIRUH 724<<91 0HGLXP0),&2 ILOHUV H[SHULHQFH
VFRUH GHFUHDVHV DIWHU ORVLQJ WKHLU IODJV/ WKRXJK WKHUH LV D FXULRXV ODFN RI LQFUHDVH LQ WKHVH
UHVXOWV ZKHQ WKH\ ORVH WKHLU IODJV/ ZKLFK PD\ DOVR UHIOHFW WKH ORQJ WLPH0VSDQ> WKH VFRUH
LQFUHDVH PD\ UHYHUVH WRR TXLFNO\ IRU WKLV ORZ0IUHTXHQF\ WHVW1
7KHVH UHVXOWV EHJ WKH TXHVWLRQ/ ZK\ GR WKH VFRUHV UHYHUVH" 6LQFH WKH VFRUHV DUH
MXVW UHGXFWLRQV RI FUHGLW ILOHV/ WKH SRVVLELOLWLHV DUH WKDW WKH FRQVXPHUV HLWKHU EHFRPH
GHOLQTXHQW/ RU WDNH FUHGLW0UHODWHG DFWLRQV WKDW SUHGLFW IXWXUH GHOLQTXHQF\1 6RPH DPRXQW
RI WKH ODWWHU LV YHU\ OLNHO\1 ,I WKH )DLU/ ,VDDF DOJRULWKP DVVRFLDWHV QHZ FUHGLW UHODWLRQVKLSV4;
RU KLJKHU XVDJH RU OLPLWV RI EDQN0FDUGV ZLWK JUHDWHU IXWXUH GHOLQTXHQF\/ WKHQ VRPH RI WKH
GHFUHDVH LV MXVW D SURMHFWLRQ RI )LJXUHV 80<1 6LPLODUO\/ FUHGLW LQTXLULHV/ ZKLFK ZRXOG
UHVXOW IURP SRVW0IODJ FRQVXPHUV WHVWLQJ RXW WKHLU QHZ FUHGLW DFFHVV/ GLUHFWO\ UHGXFH
VFRUHV1
46
6LQFH SRVW0IODJ ILOHUV DUH D VSHFLDO FDVH ZKHUH WKH XVXDO SHQDOWLHV IRU QHZ0FUHGLW
DFWLYLW\ PD\ EH LQDSSURSULDWH/ WKH PRUH LQWHUHVWLQJ DQG LPSRUWDQW FRQVLGHUDWLRQ LV WKHLU
DFWXDO – UDWKHU WKDQ SUHGLFWHG – GHOLQTXHQF\1 $IWHU WKH IODJ0UHPRYDO ERRVWV WKHLU VFRUHV/
DUH SDVW ILOHUV PRUH OLNHO\ WR JR GHOLQTXHQW WKDQ QRQ0ILOHUV ZLWK WKH VDPH VFRUHV" 7KH
EURDGHVW PHDVXUH RI GHOLQTXHQF\ RQ RSHQ EDQN0FDUGV LV ‡7RWDO QXPEHU RI RSHQ EDQN FDUG
WUDGHV SUHVHQWO\ 63 RU PRUH GD\V GHOLQTXHQW RU GHURJDWRU\/· %&’(/F/W IRU FRQVXPHU F DW
WLPH W1 1RWLFH ILUVW WKDW %&’(/F/<24<<: LV SUHGLFWHG/ ZLWK FRHIILFLHQWV VLJQLILFDQW LQ WKH
ULJKW GLUHFWLRQV/ E\ %&’(/F/724<<9 DQG )3F/724<<9 LQ WKH QRQ0ILOHU SDQHO DORQH=
%&’(/F/<24<<:  313:9 –31333;::)3F/724<<9 .3147<%&’(/F/724<<9 . JF 5
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7R WHVW WKH K\SRWKHVLV WKDW XQ0IODJJHG ILOHUV¶ FUHGLW VFRUHV XQGHUSUHGLFW GHOLQTXHQF\/
WKRVH ZKR ILOHG EHWZHHQ 4424<;7 DQG :24<;9 +L1H1 JURXS 4 IURP DERYH, DUH DGGHG WR WKH
UHJUHVVLRQ/ DQG LGHQWLILHG E\ WKH GXPP\ YDULDEOH 81)/$*F1 7KH K\SRWKHVLV LV WKH
81)/$* HQWHUV SRVLWLYHO\/ DQG WKH ILWWHG PRGHO RQ WKH FRPELQHG VDPSOH LV
%&’(/F/<24<<:  313:: –31333;:7)3F/724<<9 .3146:%&’(/F/724<<9
+4<13, +0451;, +4818,
.3134481)/$*F .JF 5
5   518:(
+41<<, 1+REV, 4<<46
7KH FRHIILFLHQW RQ 81)/$* LV LQ IDFW VLJQLILFDQWO\ SRVLWLYH/ ZLWK D SRLQW HVWLPDWH RI
414(1 7KH LQWHUSUHWDWLRQ LV WKDW/4 :PRQWKV GRZQ WKH URDG/ WKH GHOLQTXHQF\ UDWH ZDV 4 LQ
433 FDUGV KLJKHU WKDQ WKH PRGHO SUHGLFWHG ZKHQ WKH GHEWRU ZDV D SDVW ILOHU ZLWK QR IODJ1
46 6HH/ H1J1/ ‡&UHGLW UDWHU HDVHV PXOWLSOH0LQTXLULHV SHQDOW\/· /H[LQJWRQ +HUDOG0/HDGHU/ 425624<<;14<
91 6XPPDU\ DQG &RQFOXVLRQ
7KH )HGHUDO JRYHUQPHQW UHTXLUHV FUHGLW EXUHDXV WR UHPRYH EDQNUXSWF\ IODJV DW WHQ
\HDUV1 7KLV SDSHU GRFXPHQWV WKDW WKH ODZ KDV D VLJQLILFDQW UHDO HIIHFW RQ WKH ODUJH DQG
JURZLQJ SRSXODWLRQ RI SDVW &KDSWHU : ILOHUV1 (VWLPDWHG FUHGLWZRUWKLQHVV/ DV UHSUHVHQWHG
E\ FUHGLW VFRUHV/ DQG OLYH DFFHVV WR XQVHFXUHG FUHGLW/ DV UHSUHVHQWHG E\ EDQN FDUGV DQG
WKHLU FUHGLW OLPLWV/ H[SDQG UDSLGO\ RYHU WKH WHQWK \HDU1 0RVW RI WKH HIIHFW DFFUXHV WR WKRVH
ZKR KDG UHODWLYHO\ FOHDQHU FUHGLW ILOHV EHIRUH WKHLU IODJV ZHUH UHPRYHG/ DQG QRWKLQJ
PHDVXUDEOH KDSSHQV IRU WKH ZRUVW FUHGLWV1 7UDFNLQJ ILOHUV IXUWKHU LQWR WKH SRVW0SHWLWLRQ
H[SHULHQFH/ ZH VHH WKDW WKH KLJK H[0IODJ FUHGLW VFRUHV XQGHUSUHGLFW IXWXUH GHOLQTXHQF\/
DQG WKDW WKH\ VHWWOH EDFN GRZQ FORVH WR WKHLU FXP0IODJ OHYHOV1 7KHUH LV DOVR D VHYHQWK0\HDU
FUHGLW0VFRUH MXPS FRUUHVSRQGLQJ WR WKH UHPRYDO RI RWKHU EDQNUXSWF\0UHODWHG LQIRUPDWLRQ/
EXW LWV HIIHFW RQ FUHGLW DFFHVV LV DW EHVW PLQLPDO1
&RQVXPHU FUHGLWRUV H[WHQG H[FHVV FUHGLW EHFDXVH WKH ODZ LQIODWHV FUHGLW VFRUHV1
7KLV PD\ VHHP OLNH D VWUDLJKWIRUZDUG LQHIILFLHQF\/ EXW WKH JHQHUDO0HTXLOLEULXP
LPSOLFDWLRQ FRXOG EH GLIIHUHQW/ HYHQ SRVLWLYH1 7KH SD\RII IURP DYRLGLQJ EDQNUXSWF\ JRHV
GRZQ ZKHQ WKH ODZ VKRUWHQV WKH VXEVHTXHQW SHULRG RI WLJKW FUHGLW> WKLV LV D FRVW WR WKH
H[WHQW WKDW LW GLVFRXUDJHV UHSD\PHQW E\ WKRVH DEOH EXW XQZLOOLQJ WR UHSD\/ EXW D EHQHILW WR
WKH H[WHQW WKDW LW KHOSV WKH WUXO\ GLVWUHVVHG ZKRP EDQNUXSWF\ LV VXSSRVHG WR LQVXUH1
$QRWKHU SRWHQWLDOO\ LPSRUWDQW FRQVLGHUDWLRQ LV WKDW LI SDVW ILOLQJV UHPDLQHG LQ YLHZ
IRUHYHU/ SDVW ILOHUV PLJKW KDYH OLWWOH LQFHQWLYH WR PDQDJH FUHGLW UHVSRQVLEO\1 &RQVXPHUV¶
VHQVLWLYLW\ WR WKHVH G\QDPLFV LV SRWHQWLDOO\ WHVWDEOH EHFDXVH GLIIHUHQW FRXQWULHV HQIRUFH53
GLIIHUHQW WLPH OLPLWV1 ,Q &DQDGD/ IRU H[DPSOH/ FUHGLW EXUHDXV UHSRUW D ILUVW EDQNUXSWF\ IRU
VL[ \HDUV/ DQG D VHFRQG RQH IRU IRXUWHHQ \HDUV1
47
7KH SDSHU VKRZV WKDW FRQVXPHU FUHGLWRUV GUDZ QHJDWLYH LQIHUHQFHV IURP SDVW
ILOLQJV/ HYHQ WHQ \HDUV ODWHU/ DQG WKDW DW OHDVW VRPH RI WKH QHJDWLYLW\ LV MXVWLILHG1 ,W ZRXOG
EH XVHIXO WR NQRZ ZK\/ DQG VHYHUDO H[SODQDWLRQV DUH SRVVLEOH1 6RPH EDQNUXSWFLHV DUH
SUHFLSLWDWHG E\ PLVIRUWXQHV/ VXFK DV VLFNQHVV RU LQMXU\/ ZKLFK FRXOG HDVLO\ GLVWRUW D
FRQVXPHU¶V LQFHQWLYH WR VSHQG ZLWKLQ KLV PHDQV IRU PRUH WKDQ WHQ \HDUV/ ZKLOH RWKHU
EDQNUXSWFLHV UHIOHFW RQO\ WKH ILOHUV¶ GLVUHJDUG IRU WKHLU FUHGLWRUV/ D WDVWH WKH\ ZRXOG
SUHVXPDEO\ UHWDLQ1 %RWK VFHQDULRV VXJJHVW D QHJDWLYH LQIHUHQFH1 6LPLODUO\/ D FRQVXPHU
ZKR KDV DOUHDG\ ILOHG IRU DQ\ UHDVRQ DOUHDG\ EHDUV ZKDWHYHU VWLJPD DSSOLHV WR ILOHUV/ DQG
LV WKHUHIRUH PLVVLQJ WKDW GHWHUUHQW IURP GRLQJ LW LQ WKH IXWXUH1
47 &DQDGLDQ %DQNHU/ -DQ2)HE 4<<:/ SS1 5:05<154
5HIHUHQFHV
$XVXEHO/ /DZUHQFH 01/ 4<<:/ &UHGLW FDUG GHIDXOWV/ FUHGLW FDUG SURILWV/ DQG EDQNUXSWF\/
$PHULFDQ %DQNUXSWF\ /DZ -RXUQDO :4/ 57<05:31
%DUURQ/ -RKQ 01/ DQG 0LFKDHO (1 6WDWHQ/ 4<<:/ 3HUVRQDO EDQNUXSWF\= $ UHSRUW RQ
SHWLWLRQHUV¶ DELOLW\0WR0UHSD\/ 3XUGXH DQG *HRUJHWRZQ :RUNLQJ 3DSHU1
%ODFN/ 6DQGUD (1/ DQG ’RQDOG 31 0RUJDQ/ 4<<</ 0HHW WKH QHZ ERUURZHUV/ )5%1<
&XUUHQW ,VVXHV LQ (FRQRPLFV DQG )LQDQFH 8/ 1R16 1
&XOKDQH/ 0DULDQQH %1/ DQG 0LFKDHOD 01 :KLWH/ 4<<</ 7DNLQJ WKH QHZ FRQVXPHU
EDQNUXSWF\ PRGHO IRU D WHVW GULYH= 0HDQV0WHVWLQJ UHDO &KDSWHU : GHEWRUV/ $PHULFDQ
%DQNUXSWF\ ,QVWLWXWH /DZ 5HYLHZ/ ZZZ1DELZRUOG1RUJ2UHVHDUFK2FUHLJKWRQVWXG\1KWPO1
’RPRZLW]/ ,DQ DQG 5REHUW /1 6DUWDLQ/ 4<<</ ’HWHUPLQDQWV RI WKH FRQVXPHU EDQNUXSWF\
GHFLVLRQ/ -RXUQDO RI )LQDQFH 87/ 73607531
(OOLV/ ’LDQH/ 4<<;/ 7KH HIIHFW RI FRQVXPHU LQWHUHVW UDWH GHUHJXODWLRQ RQ FUHGLW FDUG
YROXPHV/ FKDUJH0RIIV/ DQG WKH SHUVRQDO EDQNUXSWF\ UDWH/ %DQN 7UHQGV 1R1 <;0381
*URSS/ 5HLQW/ -RKQ .DUO 6FKRO]/ DQG 0LFKHOOH :KLWH/ 4<<:/ 3HUVRQDO EDQNUXSWF\ DQG
FUHGLW VXSSO\ DQG GHPDQG/ 4XDUWHUO\ -RXUQDO RI (FRQRPLFV 445/ 54:05851
*URVV/ ’DYLG %1/ DQG 1LFKRODV 61 6RXOHOHV/ 4<<;/ ([SODLQLQJ WKH LQFUHDVH LQ EDQNUXSWF\
DQG GHOLQTXHQF\= 6WLJPD YV1 ULVN0FRPSRVLWLRQ/ :KDUWRQ )LQDQFLDO ,QVWLWXWLRQV &HQWHU
:RUNLQJ 3DSHU <;05;1
6WDQOH\/ ’DYLG 71/ DQG 0DUMRULH *LUWK/ 4<:4/ %DQNUXSWF\= 3UREOHP/ 3URFHVV DQG 5HIRUP
+7KH %URRNLQJV ,QVWLWXWLRQ/ :DVKLQJWRQ ’1&1,1
6WDWHQ/ 0LFKDHO (1/ 4<<6/ 7KH LPSDFW RI SRVW0EDQNUXSWF\ FUHGLW RQ WKH QXPEHU RI
SHUVRQDO EDQNUXSWFLHV/ &UHGLW 5HVHDUFK &HQWHU :RUNLQJ 3DSHU 1R1 8;1
6XOOLYDQ/ *HRUJH/ 4<9;/ 7KH %RRP LQ *RLQJ %XVW +7KH 0DFPLOODQ &RPSDQ\/ 1HZ <RUN,1
6XOOLYDQ/ 7HUHVD $1/ (OL]DEHWK :DUUHQ/ DQG -D\ /1 :HVWEURRN/ 4<;</ $V :H )RUJLYH 2XU
’HEWRUV= %DQNUXSWF\ DQG &RQVXPHU &UHGLW LQ $PHULFD +2[IRUG 8QLYHUVLW\ 3UHVV/ 1HZ
<RUN,1
6XOOLYDQ/ 7HUHVD $1/ (OL]DEHWK :DUUHQ/ DQG -D\ /1 :HVWEURRN/ 4<<7/ &RQVXPHU GHEWRUV
WHQ \HDUV ODWHU= $ ILQDQFLDO FRPSDULVRQ RI FRQVXPHU EDQNUXSWV 4<;404<<4/ $PHULFDQ
%DQNUXSWF\ /DZ -RXUQDO 9;/ 45404871
:KLWH/ 0LFKHOOH/ 4<;:/ 3HUVRQDO EDQNUXSWF\ XQGHU WKH 4<:; EDQNUXSWF\ FRGH= $Q
HFRQRPLF DQDO\VLV/ ,QGLDQD /DZ -RXUQDO 96/ 4086155
7DEOH ,
2QH0<HDU ),&203HUFHQWLOH &KDQJHV
(DFK ILOHU EHJLQV WKH Q
WK \HDU DIWHU &KDSWHU : ZLWKLQ RQH PRQWK RI HLWKHU :24<<7/ 4324<<7/ 424<<8 RU 724<<8/
IRU H[DFWO\ RQH Q1 )LOHUV DUH VRUWHG E\ WKLV Q/ DQG DOVR E\ ),&2 SHUFHQWLOH )3 DV RI WKDW GDWH1 :LWKLQ HDFK
ELQ/ WKH PHDQ FKDQJH RI )3 RYHU WKH VXEVHTXHQW \HDU LV UHSRUWHG/ DV LV WKH VWDQGDUG HUURU +EHORZ/ LQ LWDOLFV,1
Q )33>3/43, )33>43/53, )33>53/63, )33>63/73, )33>73/83,
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7DEOH ,,
2QH0\HDU &KDQJHV LQ $FWLYH &UHGLW 5HODWLRQVKLSV
(DFK ILOHU EHJLQV WKH Q
WK \HDU DIWHU &KDSWHU : ZLWKLQ RQH PRQWK RI HLWKHU :24<<7/ 4324<<7/ 424<<8 RU 724<<8/
IRU H[DFWO\ RQH Q1 )LOHUV DUH VRUWHG E\ WKLV Q/ DQG DOVR E\ ),&2 SHUFHQWLOH )3 DV RI WKDW GDWH1 7KRVH ZLWK
PLVVLQJ ),&2 SHUFHQWLOHV DUH DVVLJQHG WR ‡1R ),&21· :LWKLQ HDFK ELQ/ WKH PHDQ FKDQJH RYHU WKH
VXEVHTXHQW \HDU LQ WKH QXPEHU RI DFWLYH FUHGLW UHODWLRQVKLSV RI WKH JLYHQ W\SH LV UHSRUWHG/ DV LV WKH VWDQGDUG
HUURU +EHORZ/ LQ LWDOLFV,1
3DQHO $= $OO 2SHQ 7UDGHV
Q 1R ),&2 )33>3/4919:, )33>4919:/66166, )33>66166/83,
5 315: 03147 03139 313:
3136 3135 3137 3147
6 3164 3133 3134 314:
3137 3135 3136 3144
7 3175 3136 3147 03138
3136 3136 3136 313<
8 3173 3134 3154 3146
3137 3136 3136 3145
9 3179 313< 3168 314;
3138 3137 3137 3143
: 3185 3137 3185 318:
3139 3137 3137 313;
; 318< 3146 31;5 31:;
3138 3138 3138 3139
< 3198 03137 31<3 31<8
3139 3138 3139 313:
43 31;3 3145 4179 4167
3143 313: 313< 3144
44 4137 315: 41:: 41<;
3169 3147 3163 319657
3DQHO %= $OO %DQN &DUGV
Q 1R ),&2 )33>3/4919:, )33>4919:/66166, )33>66166/83,
5 313: 3137 3138 313<
3134 3134 3134 313:
6 313< 3139 313; 313<
3134 3134 3134 3138
7 3143 3139 3143 3136
3134 3134 3134 3138
8 3143 3139 3146 3147
3135 3134 3134 3137
9 3145 313; 314< 3159
3135 3134 3135 3138
: 314< 3138 3156 315<
3136 3135 3135 3137
; 3146 313< 3166 3175
3135 3135 3136 3136
< 314; 3137 3165 317;
3136 3135 3136 3137
43 315; 313: 3196 31:;
3137 3136 3138 3139
44 3165 3146 31;< 4133
3146 3139 3149 316;
3DQHO &= %DQN &DUGV ZLWK &UHGLW /LPLW ’ ’8333
Q 1R ),&2 )33>3/4919:, )33>4919:/66166, )33>66166/83,
5 31335 3133: 31358 31443
31337 31337 3133; 31373
6 3133< 3134; 3136: 313<5
31338 31337 31338 31366
7 31348 31355 31377 31488
31338 31338 31339 31367
8 31344 31356 31386 3145:
31338 31338 31339 3135:
9 31363 31355 313;6 314<4
31343 31339 3133; 31369
: 31366 3134; 313;8 314<5
31343 3133; 31343 31364
; 3135; 31366 31463 3158;
3133: 3133: 31345 31355
< 31359 31349 3147: 315:6
3133; 3133: 31349 31357
43 3135; 31369 31594 3187;
31345 31346 3135: 31379
44 31393 31384 316:8 31779
31367 31357 313;9 314:358
7DEOH ,,,
2QH0<HDU &KDQJHV LQ &UHGLW /LQHV DQG 8VDJH
(DFK ILOHU EHJLQV WKH Q
WK \HDU DIWHU &KDSWHU : ZLWKLQ RQH PRQWK RI HLWKHU :24<<7/ 4324<<7/ 424<<8 RU 724<<8/
IRU H[DFWO\ RQH Q1 )LOHUV DUH VRUWHG E\ WKLV Q/ DQG DOVR E\ ),&2 SHUFHQWLOH )3 DV RI WKDW GDWH1 7KRVH ZLWK
PLVVLQJ ),&2 SHUFHQWLOHV DUH DVVLJQHG WR ‡1R ),&21· :LWKLQ HDFK ELQ/ WKH PHDQ FKDQJH LQ GROODUV RYHU WKH
VXEVHTXHQW \HDU RI WKH JLYHQ YDULDEOH LV UHSRUWHG/ DV LV WKH VWDQGDUG HUURU +EHORZ/ LQ LWDOLFV,1
3DQHO $=$JJUHJDWH &UHGLW /LPLW RI $OO %DQN &DUGV
Q 1R ),&2 )33>3/4919:, )33>4919:/66166, )33>66166/83,
5 9;187 6:1;8 56619< 468714:
66158 8<1:8 95164 8551:5
6 45<189 46:1;8 637153 45531;;
68145 771:8 :3189 83<164
7 4<4177 5661:5 6;3136 :96189
6<139 8:1;: 981<5 5491:7
8 4;41<3 4:71<4 7<7153 43:8198
861:< 74174 89189 5641:7
9 6571<< 747137 <4:198 5433187
::15: 4;818; ;4184 6<5156
: 75717< 54319: 435:1<5 4;:51<4
:;198 :31;7 ;7188 57514<
; 63<1;8 666167 485316: 55;:1;7
7<14: 95168 439186 543174
< 787186 4;51:7 48:7167 59541;;
435196 9;19: 45<175 4<51:3
43 8771:9 74<1<9 5;43155 78:;159
438133 4:3183 577174 67:13<
44 :77179 ;561<4 68<8146 76;8179
67;13< 6:3185 :4<186 4938195
3DQHO %=$JJUHJDWH 2XWVWDQGLQJ %DODQFH RQ $OO %DQN &DUGV
Q 1R ),&2 )33>3/4919:, )33>4919:/66166, )33>66166/83,
5 69194 6169 47917; <3917:
431:6 7:1:5 8;178 687184
6 <814; 9;1<< 59319: 48;14:
571;9 6:157 7819; ;59199
7 44;144 45:175 5:91:; 6841<<
57174 6;149 83135 ;6195
8 445184 4591;7 63413< 756187
56146 641<< 7:164 44<146
9 4<51<; 64713: 8:31:3 ;66173
73137 4;5159 891:9 594178
: 576156 44:1<< 935157 ;79193
7715; 94143 9<1:4 473154
; 4;61:< 538138 ;79145 4338145
6618; 781<; ;4148 47718<
< 5;6177 44;13; <79176 47491;:
98168 9518; <;1<8 46<1<4
43 66<15; 55:1;8 496;143 46<71:6
:7175 4741;; 49<193 496199
44 66<1;7 :8917; 4;:<186 59341<6
47:17; 69718< 6981<; ;361:859
7DEOH ,9
)LOHUV¶ ([FHVV ),&203HUFHQWLOH &KDQJHV
7KH ILOHUV¶ UHVLGXDOV IURP WKH UHJUHVVLRQ RI )3F/<24<<:0)3F/724<<9 RQ )3F/724<<9/ ZKHUH )3F/W LV WKH WLPH W ),&2
SHUFHQWLOH RI FRQVXPHU F DQG DOO ILOHUV DQG QRQ0ILOHUV DUH LQFOXGHG LQ RQH UHJUHVVLRQ/ DUH VRUWHG E\ )3F/724<<9
LQWR >3/4919:,/ >4919:/66166,/ DQG >66166/83,/ DQG E\ ILOLQJ PRQWK LQWR >4424<;7/:24<;9@/ >;24<;9/4524<;:@/
>424<;;/:24<;<@/ >;24<;</4524<<3@/ DQG >424<<4/:24<<7@1 0HDQV RI UHVLGXDOV LQ HDFK ELQ DUH UHSRUWHG>
VWDQGDUG HUURUV DUH EHORZ LQ LWDOLFV1
ILOLQJ PRQWK )33>3/4919:, )33>4919:/66166, )33>66166/83,
4424<;70:24<;9 03146 06143 07189
3163 317; 319;
;24<;904524<;: 3199 03153 91:8
3156 3165 3184
424<;;0:24<;< 3169 031<8 31::
3155 3157 3167
;24<;<04524<<3 41;4 5176 0319:
3153 3153 3165
424<<40:24<<7 31:5 05148 051;<
313< 313< 31565:
)LJXUH 41 1RQ0EXVLQHVV &KDSWHU : ILOLQJV/ E\ TXDUWHU +VRXUFH= $GPLQLVWUDWLYH 2IILFH RI WKH 8QLWHG 6WDWHV
&RXUWV,1







































































)LJXUH 61 5DWLR RI SDQHO¶V ILOHUV WR FRXQWU\¶V ILOHUV/ E\ PRQWK1
)LJXUH 71 &KDQJH LQ ),&2 SHUFHQWLOH RYHU WKH Q







































>3/43, >43/53, >53/63, >63/73, >73/83,




























)LJXUH 81 &KDQJH LQ 7RWDO QXPEHU RI RSHQ WUDGHV RYHU WKH Q
WK \HDU/ VRUWHG E\ LQLWLDO ),&2 SHUFHQWLOH1
)LJXUH 91 &KDQJH LQ 7RWDO QXPEHU RI RSHQ EDQN FDUGV RYHU WKH Q


































































)LJXUH :1 &KDQJH LQ 7RWDO QXPEHU RI RSHQ EDQN FDUGV ZLWK D FUHGLW OLPLW JUHDWHU WKDQ RU HTXDO WR ’8333
RYHU WKH Q
WK \HDU/ VRUWHG E\ LQLWLDO ),&2 SHUFHQWLOH1
)LJXUH ;1 &KDQJH LQ 7RWDO +VXP, RXWVWDQGLQJ EDODQFH RQ DOO RSHQ EDQN FDUG WUDGHV SOXV 7RWDO +VXP, RI
DYDLODEOH FUHGLW DIWHU RXWVWDQGLQJ EDODQFH VXEWUDFWHG IURP FUHGLW OLPLW IRU DOO RSHQ EDQN FDUG WUDGHVRYHU
WKH Q




















































































)LJXUH <1 &KDQJH LQ 7RWDO +VXP, RXWVWDQGLQJ EDODQFH RQ DOO RSHQ EDQN FDUG WUDGHV RYHU WKH Q
WK \HDU/ VRUWHG
E\ LQLWLDO ),&2 SHUFHQWLOH1
)LJXUH 431 &KDQJH LQ ),&2 SHUFHQWLOH IURP 724<<9 WR <24<<:/ LQ H[FHVV RI FKDQJH SUHGLFWHG E\ 724<<9
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